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associated with a transaction, event or circumstance shall he matched and the results shown as a net gain
or loss.

§ 32.7100 Other operating income and expenses.

This account number shall be used 9Y Class lJ.. wlipRQIli Q9RlpaRiiS lQ swmmariii!ii tQr
ripQrtmg PW:PQSiS tAi QQAtiAtS Qf AQQwllts 7110 thr9W8R 7HJQ, Class i QQlIlpaRiiS sRaIl \lSi this aQQQ\HH
for other operating income an expense items of the type and character fi~\lirlQ Qf Class A QQmpaAiis iA
ASSQwAts 7110 UUQWgA 71~, listed below.

(a) This account shall include profits realized from custom work (plant construction)
performed for others incident to the company's regulated telecommunications operations. This includes
profits from the incidental performance of nontariffed construction activities (including associated
engineering and design) for others which are similar in nature to those activities which are performed by
the company in constructing its own telecommunications plant facilities.

(b) The records supporting the entries in this account shall be maintained in accordance with
GAAP. wiUl swft:iQiiAt partiswlarit¥ tQ iQiAti~r Siparahilly tAl I1IViAWi aAQ QQsts assQQiatIQ with iasA
wAQirtakiiA8.:.

This account shall include a return on investment for the use of regulated property plant and
equipment to provide nonregulated products and services.

This account shall include all gains and losses resulting from the exchange of foreign
currency. Transactions (realized) gains or losses shall be measured based on the exchange rate in effect
on the transaction date. Unrealized gains or losses shall be measured based on the exchange rate in effect
at the balance sheet date.

This account shall include gains or losses resulting from the disposition of land or artworks.

This account shall be charged or credited, as appropriate, to record the results of transactions,
events or circumstances which are of an operational nature, but occur irregularly or are peripheral to the
major or central operations of the company and not provided for elsewhere.
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§ 32.7199 Content of accounts

Attachment II

The Operating Tax accounts shall include the taxes arising from the central operations of the
company.

§ 32.7200 Operating taxes.

This account nwnber shall be YsiQ 9¥ Class A t.i1~9Ai .9lApaAiiS t9 swmAariilii iQr
rip9Ria8 pY1=p9SiS tai .9JHi~ 9f a••9YAHi J110 WQW8R J1~Oi Class i 'ilipRQAi IW9IHpaAii8 8Ran W8i
'Ris a••9ym for operating taxes of the type and character l'i'fYiriQ 9f Class A Q9mpaAiis iA a••9Yms J110
tRrgygll '7150, listed below.

(a) This account shall be charged and Accounts 4320, Unamortized Operating Investment Tax
Credits-Net, shall be credited with investment tax credits generated from qualified expenditures related to
regulated operations which the company defers rather than recognizes currently in income.

(b) This account shall be credited and Account 4320 shall be charged ratably with the
amortization of each year's investment tax credits included in Account 4320 for investment services for
ratemaking purposes. (See also Account '7410, ~9A9piratiA8 IWJri8~' Tax CriQiHi ~it. 7400,
Nonoperating Taxes.) Such amortization shall be detennined in relation to the period of time used for
computing book depreciation on the property with respect to which the tax credits relate.

§ J~, '7110 OpiratiAg fiQiral iA.9IRi taxiS,

(a) This account shall be charged and Account 4070, Income Taxes-Accrued, shall be credited
for the amount of Federal Income Taxes for the current period. This account shall also reflect subsequent
adjustments to amounts previously charged.

(b) Taxes should be accrued each month on an estimated basis and adjustments made as later
data becomes available.

(c) Tax credits, other than investment tax credits, if nonnalized, shall be recorded consistent
with the accounting for investment tax credits and shall be amortized to in income as directed by this
Commission.

(d) No entries shall be made to this account to reflect interperiod tax allocations.

(a) This account shall be charged and Account 4070, Income Taxes - Accrued, shall be
credited for the amount of state and local income taxes for the current period. This account shall also
reflect subsequent adjustments to amounts previously charged.
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(b) Taxes should be accrued each month on an estimated basis and adjustments made as later
data becomes available.

(c) No entries shall be made to this account to reflect interperiod tax allocations.

(a) This account shall be charged and Account 4080, Other Taxes-Accrued, shall be credited
for all taxes, other than Federal, state, and local income taxes and payroll related taxes, related to
regulated operations applicable to current periods. Among the items includable in this account are
property, gross receipts, franchise and capital stock taxes; this account shall also reflect subsequent
adjustments to amounts previously charged.

(b) Special assessments for street and other improvements and special benefit taxes, such as
water taxes and the like, shall be included in the operating expense accounts or investment accounts, as
may be appropriate.

(c) Discounts allowed for prompt payment of taxes shall be credited to the account to which
the taxes are chargeable.

(d) Interest on tax assessments which are not paid when due shall be included in Account
7S4Q, O~hiC hHiCiS~ DiQw,,~iQA!;' 7500, Interest and Related Items.

(e) Taxes paid by the company under tax-free covenants on indebtedness shall be charged to
Account 7J~O, O~iC NQAQPiCatiA8 IA"QHli. 7300, Nonoperating Income and Expense.

(f) Sales and use taxes shall be accounted for, so far as practicable, as part of the cost of the
items to which the taxes relate.

(g) Taxes on rented telecommunications plant which are borne by the lessee shall be credited
by the owners to Account SJ4Q, RiA~ RiViAYi 5200, Miscellaneous Revenue, and shall be charged by the
lessee to the appropriate Plant Specific Operations Expense account.

+a1 This account shall be charged or credited, as appropriate, with contra entries recorded to
the following accounts for income tax expense that has been deferred in accordance with § 32.22 of
Subpart B:

4100 Net Current Deferred Operating Income Taxes
4340 Net Noncurrent Deferred Operating Income Taxes

~) SQ9siQiary Ci"QCQ "at88Qciis shall 98 HlaiA~aiA8Q lQ QistiAgwish 9il\ViiA pn~pir1¥ aAQ
AQAPCQP8~[ CilatiQ Qificcals aAQ SQ ~a~ ~8 "QHlpaA~[ Hl~r sipacawl~7 C8PQR ~8 aBl9YAU; "QAtiaiAiQ hiCiH:l
lQal c81a~i lQ piQical, Slali aAQ lQ"al iA"QHli ~aXiSI ~y"h sQ9siQiacy Ci"QrQ "al8gQciiS shall 9i CipQRiQ as
c8'iYiciQ 9y ~R 4J Qf tlli CQHlHlissiQA'S Rwlis aAIJ Rigwla~iQAS i
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§ 32.7299 Content of accounts.

Attachment II

The nonoperating income and expense accounts are intended to record the results of
transactions, events and circumstances affecting the company during a period and which are not
operational in nature. They shall include such items as nonoperating taxes, dividend income and interest
income. Whenever practicable the inflows and outflows associated with a transaction or event shall be
matched and the result shown as a net gain or loss.

§ 32.7300 Nonoperating income and expense.

This account number shall be used 93' Class A til~9Ai .9mpaRiiS t9 SYlJUAaEi~i fef
F8~9FCiAg ~W~9SiS thi .9AQJAt,s Qf A••QWRtS +~ 10 ~9W~ +no, Class ~ tili~I:l9Ai lOQAlpaBiis saall WSi
tAis a.lOQwAt for nonoperating income and expense items of the type and character ri't"iriQ Class A
.QAlpaAiiS iR A••9WRt +310 thr9Wga +370. listed below.

(a) This account shall include dividends on investments in common and preferred stock,
which is the property of the company, whether such stock is owned by the company and held in its
treasury, or deposited in trust (i~.8pt iR siA.\iAg Qr 9tRir fwRQs, Sii ~aragrapR (.) 9£ this SilOti9A), or
otherwise controlled.

(b) These accounts shall not include dividends or other returns on securities issued or assumed
by the company and held by or for it, whether pledged as collateral, or held in its treasury, in special
deposits, or in sinking or other funds.

(lO) Dil;'iQiRQS 9A st9.Ks Qf 9tRir .QH:l~aRiiS AilQ iR siAkiRg Qr etRir fwRQs sAall 9i .riQitiQ tQ
AlO.Qwm 7~aO, IRS9H:li R9H:l £illkiag aAQ Othif ~RQS i

(~) Dividends received and receivable from affiliated companies accounted for on the equity
method shall be included in Account 1401, Investments in Affiliated Companies, as a reduction of the
carrying value of the investments.

(a) This account shall include interest on securities, including notes and other evidences of
indebtedness, which are the property of the company, whether such securities are owned by the company
and held in its treasury, or deposited in trust (i~.i~t iR siAkiAg er Qthir fuRQs, 8ii ~ara8r~a (Q) Qf this
si.tiQA) or otherwise controlled. It shall also include interest on bank balances, certificates of deposits,
open accounts., and other analogous items.

(b) There shall be included in this account for each month the applicable amount requisite to
extinguish, during the interval between the date of acquisition and date of maturity, the difference between
the purchase price and the par value of securities owned, the income from which is includable in this
account. Am9WRts tllws SfiQitiQ 9f sAaI=giQ sAall 9i .9A.wrriRtl~' ialOlwQiQ iR thi a••9WAts iA ",lIilOA thi
SilOW£itiiS afi SarriiQ. A~' swsa aiUi£iRlOi l1HRaiRiRg WAi~tiR@WisAjQ at thi sali e£ W~QA thi matw£it3' aR9
satista.ti9R Qf sw.1t ~Ji,,;writiis sllaU 9i .liariQ t9 A.S9WAt +390, Othir WQRQ~iratingIAQ9JRi.

(lO) ThiSi aSSQWAts sIlall RQt inslwQi mtifiSt 9r Qthif ritw~ QR siswitiis iSSWiS Qf asSWHliQ
93' thi .9H:lpa~' aRQ ltilQ 9y 9r fer it, wAitair ~liJQgiQ as sQlIatiJral, 9£ Itila iR its triaswfj" iR s~ilOial

QiflQsits, 9r iR siRkiRg 9r QtAif fwAds.
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(Q} IR~ilIis~ 9R €asl;) aRQ 9R BS€WIi~iSB iBBWilQ 9y 9thilJ;B BAall 9il iRQlwQSQ iR A€€9Wm 7:HQ,

IRQ9IHil fF91H SiRkiRg aRQ Od~iI AlRQS, wJ:l.ilR BW€A ass8tB an~ AilJQ iR sin.1dRB 9£ 9~ilJ; A.RQS.

(a) This account shall include the income accrued on cash, secuntles issued by other
companies, and other assets (not including securities or assumed by the company) held in sinking and
other funds.

(b) There shall be included in this account for each month the applicable amount requisite to
extinguish, during the interval between the date of acquisition and the date of maturity, the difference
between the purchase price, and the par value of securities held in sinking or other funds. iA..m9WA~S IDws
QIilQi~Q 91' QAargtQ skaJJ Qil Q9RQW£J;iRtJy iRQJWQilQ iR tAil aQQ9w.Rts iR WAiQA tat stQQRtiiS aJ;i QarriiQ. A~'

SW"A QiffitfilRQilS J;ilBaiRiRg QRi~iRgwiBAilQ Hp9R thil lHaQ.ui~1 aRQ SatiBfa€~i9R 9' BW€A Si"WIi~iiB BAall Qi

"Ji3IiQ ~9 A€€9WR~ 7JeQ, OtRif ~9R9piJ;atiRgIRbQlHi.

§ 32.7340 Allowance for funds used during construction.

This account shall be credited with amounts charged to the telecommunications plant under
construction account. (~ilil §JJ,JQQQ (€}(J}(xH

This account shall include gains or losses resulting from the disposition of the following:

(a) Gains or losses from the disposition of land or artworks;

(b) Gains or losses from the disposition of plant with traffic; and

(c) Gains or losses from the disposition of nonoperating telecommunications plant not
previously used in the provision of telecommunications services.

(a) This account shall include all other items of income and gains or losses from activities not
specifically provided for elsewhere.

(b) This account shall include representative items as follows:

(1) Fees collected in connection with the exchange of coupon bonds for registered
bonds;

(2) Gains or losses realized on the sale of temporary cash investments or marketable
equity securities;

Attachment II - Page 104



Comments of the United States Telephone Association Attachment II

(3) Uncollectible amounts previously credited to A\i\iQWAts 7310 tlH'Qwga 73S0,
iA\ilwsivi; this account

(4) Net unrealized losses on investments in current marketable equity securities;

(5) Write-downs or write-offs of the book costs of investment in equity securities due to
permanent impairment;

(6) Gains or losses of nonoperating nature arising from foreign currency exchange or
translation;

(7) Gains or losses from the extinguishment of debt made to satisfy sinking fund
requirements;

(8) Amortization of Goodwill;

(9) Company's share of the earnings or loses of affiliated companies accounted for on
the equity method; and

(10) The net balance of the revenue from and the expenses (including depreciation;
amortization and insurance) or property, plant and equipment, the cost of which is includable
in Account 2006, Nonoperating Plant.

This account shall include the following costs that are typically given special regulatory
scrutiny for ratemaking purposes. Unless specific justification to the contrary is given, such costs are
presumed to be excluded from the cost of service in setting rates.

(a) Lobbying includes expenditures for the purpose of influencing public opinion with respect
to the election or appointment of public officials, referenda, legislation, or ordinances (either with respect
to the possible adoption of new referenda, legislation or ordinances) or approval, modification, or
revocation of franchises, or for the purpose of influencing the decisions of public officials. This also
includes advertising, gifts, honoraria, and political contributions. This does not include such expenditures
which are directly related to communications with and appearances before regulatory or other
governmental bodies in connection with the reporting utility's existing or proposes operations;

(b) Contributions for charitable, social or community welfare purposes;

(c) Membership fees and dues in social, service and recreational or athletic clubs and
organizations;

(d) Penalties and fmes paid on account of violations of statutes. This account shall also
include penalties and fines paid on account of violations of U.S. statutes including judgments arising from
a violation of antitrust laws, and payments in settlement of civil and criminal suits alleging such violations;
and

(e) Abandoned construction projects.

§ 32.7399 Content of accounts.
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The Nonoperating Tax account" shall include taxes arising from activities which are not a part
of the central operations of the entity.

§ 32.7400 Nonoperating taxes.

This account number shall be used 9)' Class lb., ~lilltpA9Hi .9HlflaRiliS ~ S\IHlmariali wr
rliflQRias flUFPQSiS !hi .9mliRlB Qf A••gy~s 7410 WQY8R 74S0, Class,Q ~llipAQRi .9HlpaBiliS &Rall YSli
tRis a••QYRt for nonoperating taxes of the type and character l=8ffYiriQ Qf Class A .QHlpaliiliS iii A••QY~S
7410 tArQY8A 74S0, listed below.

(a) This account shall be charged and Account 4330, Unamortized Nonoperating Investment
Tax Credits-Net, shall be credited with investment tax credits generated from qualified expenditures
related to other operations which the company has elected to defer rather than recognize currently in
mcome.

(b) This account shall be credited and Account 4330 shall be charged with the amortization of
each year's investment tax credits included in such accounts relating to amortization of previously
deferred investment tax credits of other property or regulated property, the amortization of which does not
serve to reduce costs of service (but the unamortized balance does reduce rate base) for ratemaking
purposes. Such amortization shall be determined with reference to the period of time used for computing
book depreciation on the property with respect to which the tax credits relate.

(a) This account shall be charged and Account 4070, Income Taxes - Accrued, shall be
credited for the amount of nonoperating Federal income taxes for the current period. This account shall
also reflect subsequent adjustments to amounts previously charged.

(b) Taxes shall be accrued each month on an estimated basis and adjustments made as later
data becomes available.

(c) Companies that adopt the flow-through method of accounting for investment tax credits
shall reduce the calculated provision in this account by the entire amount of the credit realized during the
year. Tax credits, other than investment tax credits, if normalized, shall be recorded consistent with the
accounting for investment tax credits.

(d) No entries shall be made to this account to reflect interperiod tax allocation.

(a) This account shall be charged and Account 4070, Income Taxes -Accrued, should be
credited for the amount of state and local income taxes for the current period. This account shall also
reflect subsequent adjustments to amounts previously charged.

(b) Taxes shall be accrued each month on an estimated basis and adjustments made as later
data becomes available.

(c) No entries shall be made to this account to reflect interperiod tax allocation.
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This account shall be charged and Account 4080, Other Taxes--Accrued, shall be credited for
all nonoperating taxes, other than Federal, state and local income taxes, and payroll related taxes for the
current period. Among the items includable in this account are property, gross receipts, franchise and
capital stock taxes. This account shall also reflect subsequent adjustments to amounts previously charged.

~ This account shall be charged or credited, as appropriate, with contra entries recorded to
the following accounts for nonoperating tax expense that has been deferred in accordance with § 32.22 of
Subpart B:

4110 Net Current Deferred Nonoperating Income Taxes
4350 Net Noncurrent Deferred Nonoperating Income Taxes

(9) :!lYi9siQiary riQQrQ Q~igQriiS sRall 9i HlaimaiAiQ tQ QistiAgllisR 9iP.ViiA prQpiHy aA'l
AQAprQpiR3' rilatiQ Qifi'R"aJs anQ SQ tAat tAi QQHlpaA~' Hlay SipaFatiJ~l ripQFt tAi aJBQWAts QQAtaiAiQ llifiiA
iliat fiJati tQ ~iIQiral, sta~ aAQ IQQal m-QHli taXiS, £WQR sU9sKliary fiQQFQ QawgQfiiS sRa)) 9i fiPQFtiQ as
ri'¥lifiQ g~r JlaFt <1 J Qf tAis CQlJlBlissiQA I S Rwhts aAQ RigulatiQRS ,

§ 32.7499 Content of accounts.

Interest and related amounts shall be included in AQQQYAts 7510 tAfQU8R 7S40,this account.

§ JJ,7500 {Atifist aAQ filattlQ itiHls,

This account number shall be used ~' Class A tiJipllQAi Q9lApaAiiS tQ swmn:aari. fgf
fipQFtiAB purpQSiS tJw QQAtiAts Qf AzQQQUAts 7510 tRfQU8R 7S40, Class.Q tilipAQAi IOQHlpaniiS sRall WSi
tAis aQQQYAt for interest and related items of the type and character fi'iUiriQ Qf Class A QQHlpaA:iiS ill
AIOQQYAts 1510 tArQU8R 75<1Q, listed below.

§ JJ,'7S1Q {AtifiSt QA R.JAQiQ QiBt

(a) This account shall include the current accruals of interest on all classes of debt the
principal of which is includable in Account 4210, Funded Debt. It shall also include the interest on
funded debt the maturity of which has extended by specific agreement.

(Q) This aQQQYAt SRaIl 9i ~t SQ tIlat tAli! iAtirist QA iaQR Qlass Qf R.JAQli!Q QiBt Hl~r 9i SQQWA
sipafatily iA tRi aAAual fipQFtS tQ tRis CQRlmissiQA.

(Qb) These accounts shall not include charges for interest on funded debt issued or assumed by
the company and held by or for it, whether pledged as collateral or held in its treasury, in special deposits
or in sinking or other funds.
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(Qc) Interest expressly provided for and included in the face amount of securities issued shall
be charged at the time of issuance to Account 1330, Other Prepayments, and cleared to this account as the
tenn expires to which the interest applies.

(wi) This account shall also include monthly amortization of balances in Accounts 4220,
Premium on Long-Tenn Debt, and 4230, Discount on Long-Tenn Debt.

This account shall include the interest portion of each capital lease payment.

This account shall include the monthly amortization of the balances in Account 1407,
Unamortized Debt Issuance Expense.

(a) This account shall include all interest deductions not provided for elsewhere, e.g.,
discount, premium, and expense on notes maturing one year or less from date of issue.

(b) A list of representative items of indebtedness, the interest on which is chargeable to this
account, follows

(1) Advances from affiliated companies;

(2) Advances from nonaffiliated companies and other liabilities

(3) Assessments for public improvements past due;

(4) Bond coupons, matured and unpaid;

(5) Claims and judgments;

(6) Customers' deposits;

(7) Funded debt mature, with respect to which a definite agreement as to extension has
not been made;

(8) Notes payable on demand or maturing one year or less from date of issue;

(9) Open accounts;

(10) Tax assessments, past due; and

(11) Discount, premium, and issuance expense of notes maturing one year or less from
date of issue.
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(c) Interest payable on notes or other evidences of indebtedness maturing serially shall be
charged to Account 7510, Interest of Funded Debt, if any portion of the obligation matures more than one
year from date of issue.

§ 32.7599 Content of accounts.

ThiSi a••9WAts al'i This account is intended to segregate the effects of events or transactions
that are extraordinary. Extraordinary events and transactions are distinguished by both their unusual
nature and by the infrequency of their occurrence, taking into account the environment in which the
company operates. These accounts shall also include the related income tax effect of the extraordinary
items.

§ 32.7600 Extraordinary items.

This account shall be WSiQ 9~r Class A lilip&lQRi .9AlpaIHiS 19 SYHIAlal'i~i fQl' l'iP9RiR@
PWFp9SiS lhi Q9RliAts 9f lA••Q9WRlS 7{ilO UY9WgR 7{i40, Class Ii lilipll9Ri .9AlpaAiiS shall WSi lhis a..9YAt
for expenses of the type and character l'i'ivil'iQ Qf Class .t... •9AlpaRiiS iA "\'••9YAtS 7{ilO lBl'9\lg&l
~isted below.

This account shall be credited with nontypical, noncustomary and infrequently recurring gains
or losses which would significantly distort the current year's income computed before such extraordinary
items, if reported other than as extraordinary items. Income tax relating to the amounts recorded in this
account shall be recorded in Account 7{iaO, CW:R=ltRt IA.9Ali +aK sfh.t iQl' sKtl'a9l'QiAa~r ItiAlS ,wi" aAQ
A••QWAt 7{i40, PI:9viSiQA fQl' l)i~1"RIQ IAQQAli TiK sff@.t Qf sKtEaQt=9iAaI')' ItiAlS Wit.Account 7600,
Extraordinary Items.

This a••9wAt saall 9i Qi9itiQ wilh A9At¥Pi.aI, AQA.vst9Alalo/ imQ infl"i'fd'Atly 1'1~l'fins IQSSIS
'},~i.&l 'lJ'QwIQ siBnit:i.aAtl~' QistQI't tal .Ul'l'ltRt )'NI"S iA.9Ali .9Alpwt1Q 91fgA Su.&l IKtEaQf9iAal)! itiAlS, if
APQRIQ 9l1lir t&laA as iKtraQr9iRa~! itilRS, IAQQAli taK AlatiR@ t9 tal aAl9UAtS £iQ9r9lJQ in mis a••QuAl
sRall 91 1'1.91'9iQ iR A••QuAt 79aO, CwrriAt IA.9Ali TaK 'JtlQt iQr sKtra9r9inary ItilRS Wit, aH9
A••QW.Rt 7{i40, Pr9visi9A fgr l)i~l'riQ IAQ9AlI TaK sffi.l Qf SKlra9rQiAa~! ItiAlS Wit
§ J;t7{i)0 CwrriAt iA.9lRi taK iffi.t 9f iKtFiQI'9iAil')' iliAlS Rit,

This account shall be charged or credited and Account 4070, Income Taxes-Accrued, shall be
credited or charged for all current income tax effects (Federal, state and local) Qf itiAlS iA.lwQl9 iA
A""9wAts 7910, sKtEa9r9iAaI')! IAQ9IRi CA9its, iAQ 79~g4 sKtra9t=9iAalo/ IA"9AlI C&lal'gls,

This account shall be charged or credited, as appropriate, with a contra amount recorded to
Account 4350, Net Noncurrent Deferred Nonoperating Income Taxes or Account 4110, Net Current
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Deferred Nonoperating Income Taxes for the income tax effects (Federal, state and local) Qf itiHu;
ialOIYQ(lQ ia AlOlO9yats '7910, S;l(tFaQFQiaaF)' IalOQ~i CFiQitS, aaQ 79JQ, swaQFQiaaI~;' IalOQ~i Caafg(lS, taat
aa';i 9iia QifitrFiQ ia alOlOQrQaalOj ""ita § 1;2 I JJ 9f £Y9part Il ,

§ 32.7899 Content of accounts.

JYrisQilOtiQaaI QiffarllRlOlls aaQ nonregulated income amounts shall be included in Accounts
7910 aHQ 7990.

ratll~a.kins pralOtiQllS wailOa ,'acy ff.Q~ tAQSll Qf tRis CQ~issiQR, All llmfi~ ft)"QrQiQ in this alO"QYm saall
911 rlllOQ.Q Ait 9f tall appli"39111 iRlO~i ta;l( llffilOtS aaQ saall 911 SYppQrtiQ 9)' 3f'Pf9priati swesiQiary
rilOQfQS, ""aift) allQissaIJ', as pn;lviQ(lQ f9r ia § 1J j 11~i) Qf ~w9part "Q I

§ 32.7990 Nonregulated net income.

(a) This account shall be used by those companies who offer nonregulated activities that do
not involve the joint or common use of assets or resources used in the provision of both regulated and
nonregulated products and services, and which have not established a separate subsidiary for that purpose.

(b) All revenue and expenses (including taxes) incurred in these nonregulated activities shall
be recorded on separate books of account for such operations. Only the net of the total revenues and total
expenses shall be recorded in this account, with a contra debit or credit to account I406.a...
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Subpart G - Glossary

§ 32.9000 Glossary of terms.

When used in this system of accounts:

Attachment II

"Accelerated depreciation" means a depreciation method or period of time, including the
treatment given cost of removal and gross salvage, used in calculating depreciation deductions on income
tax returns which is different from the depreciation method or period of time prescribed by this
Commission for use in calculating depreciation expense recorded in a company's books of account.

"Account" means a specific element of a chart of accounts used to record, classify and
accumulate similar financial transactions resulting from the operations of the entity. "Accounts" or "these
accounts" refer to the accounts of this system of accounts,

"Accounting System" means the total set of interrelated principles, rules, requirements,
definitions, accounts, records, procedures and mechanisms necessary to operate and evaluate the entity
from a financial perspective. An accounting system generally consists of a chart of accounts, various
parallel subsystems and subsidiary records. An accounting system is utilized to provide the necessary
financial information to WSi~S tQ ~iit jwQi.iary aA;Q Q~i~ ~iSflQIlf;i9ilitiis.the financial community.

"Affiliated companies" means companies that directly or indirectly through one or more
intermediaries, control or are controlled by, or are under common control with, the accounting company.
See also Control.

"Amortization" means the systematic recoveries, through ratable charges to expense, of the
cost of assets.

"Associated equipment" means that equipment which functions with a specific type of plant or
with two (2) or more types of plant, i'8" swit.RiA8 i'lWip~illtj RiQ\'Qrk PQWir i'lWip~iRt, .ir.wit
i'J:WifllHiRt, .QRlIRQR .RaMil RitWQrk siSnaliR8 i'lwifllHiRt Qf RiW:rQrk BfliJatiQRS i'J:Wip~iRt. Associated
equipment shall be classified to the account appropriate for the type of equipment with which it is
predominately used rather than on its own characteristics, IUwstratwi iKaa:Rfllis Qf aSSQQiatiQ i'lWip~iRt

~

Ala~ aRd siSRal aflParatws
~HiaF¥ framHlS
Ca81i aRQ .a81i ra.1G;
Qistri9wtiA8 fJ:aIRis aA:d i'J:WiplRillt tAiJiQR
JlJami iRQ aisli liBQuRS i~wiflHliRt (JlBt pi~aJliRtl~r alta.Rig tQ !hi 9wilQin~
R.ila~r ra.ks aRd paRils

"Basic service area" means the minimum specified calling area for which a tariff is prescribed.

"Book cost" means the amount at which property is recorded in these accounts, without
deduction of related allowances.

"Common carrier" or "carrier" means any person engaged as a common carrier for hire, in
interstate or foreign communication by wire or radio or in interstate or foreign radio transmission of
energy, except where reference is made to common carriers not subject to this Act; but a person engaged
in radio broadcasting shall not, insofar as such person is so engaged, be deemed a common carrier.
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"Company" or "the company" when not otherwise indicated in the context, means the
accounting entity. It includes such unincorporated entities which may be subject to the Communications
Act of 1934, as amended.

"Control" (including the tenns "controlling," "controlled by," and "under common control
with") means the possession directly or indirectly, of the power to direct or cause the direction of the
management and policies of a company, whether such power is exercised through one or more
intermediary companies, or alone, or in conjunction with, or pursuant to an agreement with, one or more
other companies, and whether such power is established through a majority or minority ownership or
voting of securities, common directors, officers, or stock-holders, voting trusts, holding trusts, affiliated
companies, contract, or any other direct or indirect means.

"Cost", except as applied to telecommunications plants, franchises, and patent rights, means
the amount of money actually paid (or the current money value of any consideration other than money
exchanged) for property or services. See also Original Cost

"Cost of removal" means the cost of demolishing, dismantling, removing, tearing down, of
otherwise disposing of telecommunications plant and recovering the salvage, including the cost of
transportation and handling incident thereto.

"Depreciation" means the loss not restored by current maintenance, m-WFfiQ in connection
with the consumption Qf PfQspi.tivi fitifNAiRt of telecommunications plant in the course of service from
QaWSItS wai.A afi kAQwR tQ 91t iR QW£fiAt QpifatiQR, against wAi.A tAt} GelDpaRy is Ret pfettJGWQ 9y
iRSWfaRGlt, anQ tAi iUiGt Qf WAiGH GaR 9i {gfltGast witH a fiaSQAa911t app£Qa.H tQ a.GWfaGY, .'\HwR@ tAi
.awSiS tQ 9i giviR r;;QRsiQifatiQR afi wear and tear, decay, action of the elements, inadequacy,
obsolescence, changes in technology, changes in demand and requirements of public authorities.

"Entity" means a legal enterprise (common carrier) engaged in interstate communications
within the meaning of the Communications Act of 1934. as amended.

"Group plan," as applied to depreciation accounting, means the plan under which depreciation
charges are accrued upon the basis of the original cost of aU property included in each depreciable plant
account, wsiAg tAi anFa@i SifVi.i lin. tAiFiQf PfQPirly ';lliigAtiQ, aAlil Upon the retirement of any
depreciable property its cost is charged to the depreciation reserve whether or not the particular item has
attained the average service life.

"Indexed revenue threshold for a given year" means $100 million, adjusted for inflation, as
measured by the Department of Commerce Gross Oomestic Product Chain-type Price Index (GOP-CPI),
for the period from October 19, 1992 to the given year. The indexed revenue threshold for a given year
shall be detennined by multiplying $100 million by the ratio of the annual value of the GOP-CPI for the
given year to the estimated seasonally adjusted GOP-CPI on October 19, 1992. The indexed revenue
threshold shall be rounded to the nearest $1 million. The seasonally adjusted GOP-CPI on October 19,
1992 is detennined to be 100.69.

"Intangible property" means assets that have no physical existence but instead have value
because of the rights which ownership confers.

(1) PiX aHQ Kiy £~rSttJID CQA'lmQR Ii~wiplDiAt (a switGR.9Qara Qf s1;'litGHiR@ i'iWiplDiAt
SAafiQ 9y all statiQRS),
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I
I
I:
Iii
1:1
ii~

(~) ASSB.iatiQ CPE statiBR: i'iW~lIliR:t (ws\lan~r tiliPABR:i Br I'i¥ TiliPAQR:i ~YStiIHS)

aRQ

(3) IR:trasystilH '....iriAg (aU .a9li Br wiriR@ aR:l<i ass9.iatiQ .QIHp9R:iR:tS ""Ai.A .QOOi"t
tHi ra9HHH9R: i'fUiplHiR:t aR:Q tAi statiQR: i'iwiplHiRt, IQ.atiQ QR: !Hi .wstQlHir's SiQi Bf tAi
QilHar.ati9R: p9iRt).

A~ i~tfas~rStiQ:l Q9iS ~Bt i~fDJWQi p1=9flifty, pl~t 91= i'fWiplHiRt 'WliraA <lri A9t SQli1¥ QiQiQatiQ tQ
its QpiratiBR:,

"Minor items," as applied to depreciable telecommunications plant, means any part or element
of such plant, which when removed, (with or without replacement) does not initiate retirement accounting.

"Original cost" or "cost," as applied to telecommunications plant, rights of way and other
intangible property, means the actual money cost of (or the current money value of any consideration or
other than money exchanged for) property at the time when it was first dedicated to use by a regulated
telecommunications entity, ""AitAir tAi afDfD9WRtiR:g fDBlHpa~/ 9r 9y priQi.iSSQrS,

ItQf tai appIiraatiQR Qf tAis QiHR:itiQR tB prQpi~r a.'iWifiQ iTQIH PfiQifDliISSges Sii §J;l,l~)(l)
Qe £w9pilrt C, ~Btlil a.lSB tAt QiHRitiQR: Be CBSt iR: tAis si.ti9R:,

"Plant retired" means plant which has been removed, sold, abandoned, destroyed, or otherwise
withdrawn from service.

"RMtiriFR:iR:t YAits," as appliiQ tQ Qipri.iabli tillt.9FAHMHli.ati9R:& plilRt, lHiallS tHQSi itilHS 9f
flaRt ViAi.A ""AiR: fiIH9ViQ <'....ita Qr ""itA9Wt e8flla.w:R:iR:t) fDaliSi tai iR:itiati9R: ge riti1=ilHiRt a••9WRtiRg
iR:triiS,

"Salvage value" means the amount received for property retired, if sold, or if retained for
reuse, the amount at which the material recovered is chargeable to Account 1220, Material and Supplies,
or other appropriate account.

"Straight-line method," as applied to depreciation accounting, means the plan under which the
cost of property is charged to operating expenses and credited to accumulated depreciation through equal
annual charges as nearly as may be during its service life

"Subsidiary record" means aQQ\lHWlati9R: Qf detailed information which is ri'fUiriQ ~r this
C9lHQ:1issi9R: liQ 9i maintained in support of entries to the accounts.

"£w9siQiary riQQrQ raatigQfiiS" lHiilR:& taQSi Stgl'igati9AS ge .irtaiR: ri8wlatiQ "Qsts, iX:pltR:&iS
ilR:l<i fiViAYiS, wai.A IHWst 9i lHaiRtaiR:ItQ <lAQ <lei SW9jiQt tQ Splt.iH. ripQrtmg ri~ifiIHiRtS 9f this
CQmlHissi9R:..

"Subsystems, parallel mechanisms" means processes or procedures which augment the use of a
chart of accounts in the financial operation of the entity. These subsystems operate on and/or process
account and subsidiary record information for specific purposes.

"Telecommunications" means any transmission, emission, or reception or signs, signals,
writing, images or sounds or intelligence of any nature by wire, radio, visual or other electromagnetic
systems. This encompasses the aggregate of several modes of conveying information, signals or messages
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over a distance. Included in the telecommunications industry is the transmlttmg, receiving, or
exchanging of information among multiple locations The minimum elements required for the
telecommunications process to occur are a message source a transmission medium and a receiver.

"Time of installation" means the date at which telecommunications plant is placed in service.

"Time of retirement" means the date at which telecommunications plant is retired from service.

"Tangible property" means assets characterized by physical existence, such as land, buildings,
equipment, furniture, fiXtures and tools.
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TITLE 47--TELECOMMUNICATION

Attachment III

CHAPTER I--FEDERAL COMMUNICATIONS COMMISSION--(CONTINUED)

PART 64--MISCELLANEOUS RULES RELATING TO COMMON CARRIERS-
Table of Contents

Subpart I--Allocation of Costs

§64.901 Allocation of costs.

(a) Carriers required to separate their regulated costs from
nonregulated costs shall use the attributable cost method of cost
allocation for such purpose.

(b) In assigning or allocating costs to regulated and nonregulated
activities, carriers shall follow the principles described herein.

(1) Tariffed services provided to a nonregulated activity will be
charged to the nonregulated activity at the tariffed rates and credited
to the regulated revenue account for that service.

(2) CQsts sRall be diF8'1tly assigned tQ eitReF F8glollated QF
nQnF8glollated astiviti8s wRenev8r PQssibl8. Carriers may have, but are not
required to have, more than one cost category for each Class B Account.
Fixed factors used to allocate common costs must be appropriately tied to
the 19xx ARMIS 43-03 Report or to its supporting data.

(d) CQsts wRisR sannQt b8 diF8'1tly assign8d tQ eitReF rQglollat8d QF
nQRFegloilated asti'o'ities 'Nil! b8 d8SSFib8d as SQFRFRQR SQsts. CQFRFRQn SQsts
sRall b8 gFQIoIP8d intQ hQFRQg8n8QIoIS SQst sat8gQFi8S design8d tQ t:asilitate tR8
PFQP8F allQsatiQR Qf SQsts beWt88n a sarrier's rQglollated and
nQnrQglollated asti\<ities. Bash SQst sat8gQry sRall b8 allQSat8d b8WJ88R
reglollat8d and RQRrQg",lat8d astiviti8s in assQFdanse with tR8 fgllgv.'ing
l:Iierarshyi

0) WR8n8v8F pQssibl8, SQFRFRQn SQst QategQries arQ tQ be allQsat8d
based IoIpQn dirQst analysis of the origiR of tl:le sost tR8FRS8lves.

(ii) VVl:I8n dirQst analysis is not possibl8, QOFRFROR Qost sat8gori8s
sRall b8 alloQat8d bas8d "'PQR an indir8st, sost sQIoIsativ8 linkag8 to
QRgtl:ler SQst sQteggry (QF gFOlolp gf Qost Qat8ggri8s) fgr WRiQR a diF8Qt
assigRFR8nt or allosation is availabl8.

(iii) \A1R8n n8itl:l8r dir8Qt nor indiF8st FR8aSblF8S of sost alloQation
saR b8 fglolnd, tl:l8 QQst Qat8gQry shall b8 allQQat8d based IoIpon a g8n8ral
allgQatgr QQR=I(iilloIt8d by IoIsing tR8 ratiQ of all eX(iil8ns8s dir8stly aS8ign8d
gr attriblolted tg F8glollated aRd nonr8glollat8d astiviti8S.

(4) TR8 allgQation gf s8nt~1 gfJiS8 8'1b1ipFR8nt and ololtsid8 plant
iR'/8stFR8Rt Qgsts b8WJ88R r8glollat8d and ngm:8glollat8d astiviti88 shall b8
based "'(iilgR th8 relative reglollat8d and Rgnr8glollat8d 1oI8ag8 gf th8

Attachment III Page 1



Comments of the United States Telephone Association Attachment III

ir:tV9Str:R9r:tt Q\,Irir:tg tR9 ~dlI9r:tQdlr Y9dlr lJ.'R9r:t r:tQr:tr9g\,lldlt9Q \,ISdlS9 is gF9dlt9St
ir:t ~Qr:RPdlFiSQr:t tQ Feg\,lldlt9Q \,ISdlse Q\,IFir:tS tl:le tl:lFe9 ~dller:tQdlF yedlFs
b9gir:tr:tir:tg l;vitR tl:l9 bdller:tQdlF yedlr Q\,IriRg WRibR tR9 ir:tV9stR::leRt \,Isdlge
fQF9bdlSt is f4leQ.

(b) A. t919bQR::lFR\,Ir:ti~dltiQRS ~dlrFi9F R::ldly RQt \,189 89rvib98 tRdlt dlr9 RQt
bQr:Rp9titiv9 tg S\,Ib8iQiili9 89rvibQS 8\,1Qi9bt tg bgR::lpetitigR, iervib9s
iR~I\,IQ9Q iR tl:l9 Q9f4r:titigr:t gf \,IRiv9rSdli s9rvib9 8Rdlll bedlr R9 r:RQF9 tl:ldlR
81 F9dlS9Rdlbl9 SRdlF9 gf &R9 jgiR& dlR9 b9R::lr:RQR bQ8tS gf fa~iliti98 ,",S9Q tg
pFg)JiQ9 tR9S9 89F\'i~9s. {Paragraph (c) Should be moved to Part 54}

§ 64.902 Transactions with affiliates.

Except for carriers which employ average schedules in lieu of
determining their costs, all carriers subject to Sec. 64.901 are also
subject to the provisions of Sec. 32.27 of this chapter concerning
transactions with affiliates.

§ 64.903 Cost allocation manuals.

(a) Each local exchange carrier with annual operating revenues that
equal or exceed the indexed revenue threshold, as defined in Sec. 32.9000
of this chapter, shall file with the Commission within 90 days after
publication of that threshold in the Federal Register, a manual
containing the following information regarding its allocation of costs
between regulated and unregulated activities:

(1) A description of each of the carrier's nonregulated activities;
(2) A list of all the activities to which the carrier now accords

incidental accounting treatment and the justification therefor;
(3) A chart showing all of the carrier's corporate affiliates;
(4) A statement identifying each affiliate that engages in or will

engage in transactions with the carrier and describing the nature, terms
and frequency of each transaction;

(5) A cost apportionment table showing, for each account containing
costs incurred in providing regulated services, the cost pools witR tRdlt
dlbb9,",Rt, tl:l9 prg~99WF9S ,",89Q tg pldl~9 b9S&8 ir:t&Q 9dl"R "9S& pggl, dlRQ tR8
R::l9tR9Q ,",S8Q tg dlPP9Ftigr:t tR9 "gsts witl:lir:t 8dl~R b98t pggl b9tw89R
F8g,",ldlt99 dlr:t9 Rgr:tF9g,",ldlt99 dlbti'Jiti98; and the associated fixed factors; and

(6) A description of the time reporting procedures that the carrier
uses, for companies electing to directly assign certain costs. ir:t"I,",QiRg tRe
R::l9t1:l9QS 9F 8t,",Qi98 Q8sigR9Q tg R::l9dl8\,1F9 dlRd dlllg"dlt9
r:tQr:t prgg,",btiv9 tiR::l9.

(b) Each carrier shall ensure that the information contained in its
cost allocation manual is accurate. Carriers must update their cost
allocation manuals at least annually, 9X"8pt tRdlt bRdlr:tg98 t9 tR8 "gst
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apportiORR=l9Rt tabl9 aRd to tR9 d9iQFiptioR of tiR=l9 F9portiRg PFOQ9dYF9i
R=lYit b9 fil9d at 19ait 15 dayi b9~OrQ tR9 QaFFi9F plaRi to iR=lpl9R=19Rt tR9
QRaRg9s. Annual cost allocation manual updates shall be filed on or
before the last working day of each calendar year. RFOpOS9d QRaRg9s iR
tR9 d9iQFiptioR of tiR=l9 rQportiRg PFOQ9dwF9S, th9 itat9R=19Rt QORQ9FRiRg
a~liat9 tr:iIRsaQtioRi, aRd tR9 'lost apportiORR=l9Rt tabl9 r:Rwst b9
aQQoR=lpaRi9g by a stat9R=19Rt 'lwaRtif.yiRg tR9 ir:RpaQt of 9aQh shaRg9 OR
F9gwlat9d op9FatioRS, ChaRg9s iR th9 d9SSFiptioR of tir:R9 F9pOrtiRg
PFOS9dwF9S aRd th9 itat9r:R9Rt SORs9FRiRg affiliat9 tFaRsastioRs r:Ryst b9
'lwaRtifi9d iR $100,000 iRSrQR=l9RtS at th9 assowRt 19'J91: ChaRg9s iR sost
apportiORR=l9Rt tabl9s R=lwst b9 'lll:laRtifi9g iR $100,000 iRSF9R=19RtS at th9
sost poo119'J91. The Chief, Common Carrier Bureau may suspend any such
charges for a period not to exceed 180 days, and may thereafter allow
the change to become effective or prescribe a different procedure.

(c) The Commission may by order require any other communications
common carrier to file and maintain a cost allocation manual as provided
in this section.

(a} E:asR losal 9~shaRg9 saFFi9F rQ'lwirQg to fil9 a sost allosatioR
R=laRwal, by VirtW9 of RaviRg aRRwal op9FatiRg F9V9RY9S that 9'lwal OF
9~Q99d th9 iRd9~9d F9V9RY9 tRF9SROId fgr: a giV9R Y9aF OF by OFg9F of tR9
COR=lR=lissioR, shall hav9 aR all:lgit p9r:fQrR=l9d by aR iRg9P9Rg9Rt awgitor OR
aR aRRwal basii, 'Nith tR9 iRitial awdit p9r:fQrR=l9d iR tR9 sal9Rdar Y9ar
aft9r tR9 sarFi9F ii first rQ'lWiF9d to fil9 a sOit alloQatioR R=laRlI:Ial.
Th9 awgit sRall provid9 a positiv9 OpiRiOR OR wR9th9r tR9 appliQabl9
data iROWR iR tR9 sar:r:i9F'i aRRlI:Ial rQport r9'lll:liF9d by S9Q: 4J.~1 (9H~)
of tRii QRapt9r: PF9i9Rt fair:ly, iR all R=lat9r:ial r:9iP9Qti, tR9
iRfgr:R=latioR of th9 sar:ri9r: l=9'lwir:9d to b9 i9t fgrth tR91=9iR iR
assor:daRs9 with th9 sar:r:i9r:'S sost allosatioR R=laR lI:Ial, th9 COr:Rr:RiSiioR·S
JOiRt Cost oFd9r:i iiiW9d iR QorljwR~ioR with CC OOSk9t ~Jo, SG 111 aRd
th9 COR=lR=liiSioR'S r:lI:Il9i aRd rQgwlatioRs iRSlwdiRg S9QS, J~,~A aRd A~,~7

ofthis shapt9r:, G4.Q01, aRd G4.QOJ iR fgr:S9 as Ofth9 gat9 Ofth9
aYditor:'i I=9port. Th9 awdit ihall b9 sORdwst9d iR aQQordaRQ9 with
g9R9r:ally aSQ9pt9d aYditiRg staRdaFds; 9~Q9pt as Qth9FWis9 diF9st9d by
tR9 Chi9f, COR=lr:RQR CaFFi9F SlI:IrQaw,

(b} Th9 r9pQrt of th9 iRg9P9Rd9Rt awditor shall b9 fil9d at tR9 tiR=l9
that th9 IQsal 9~shaRg9 Qar:Fi9F fil9S th9 aRRwal F9POrt F9'lll:liF9d by
S9Q. 4J.~1(n(~} ofthii shapt9F.
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